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What Are Rates on N.E. Business Loans? 
Bank’s Survey Provides Answers 


The material presented here represents the second of a series of reports on the Survey of 
Commercial and Industrial Loans Outstanding on November 20, 1946, at member banks in 
the First Federal Reserve District. The first report appeared in the March 1947 issue. 


HE structure of interest rates on commercial 
loans at New England member banks conforms 
generally to the rate structures in customers’ com- 
mercial loan markets in the other Federal Reserve 
districts. The relatively comparable pattern of 
rates on commercial loans at member banks through- 
out the First District and for the banking system 
as a whole suggests that the market for business 
loans is somewhat more unified than it was before 
the war. 

The customers’ market, in which the banks deal 
directly with their customers, supplies the banks 
with the bulk of their total loans and these assets 
tend to fluctuate less relatively in both volume 
and rates than other earning assets. More than 
one-third of total income and about 30 per cent of 
total resources of New England banks are affected 
by customer relationships. Over so per cent of total 
loans throughout New England are made to com- 
mercial and industrial customers. 

The customers’ loan market in a broad sense 
may be described as an aggregate of thousands of 
loosely connected markets which tend to overlap 
in a competitive sense. The striking feature is the 
personal relationship between the bank and its 
customers. 

The markets are separate in the sense that differ- 
ent rates are charged different types of customers. 
On the other hand, these markets are loosely 
connected into a national system from the stand- 
point of interest rates. For example, rate changes 
occurring in that part of the customers’ loan mar- 
ket competing with the open market tend to be 
transmitted to the higher rate sections of the cus- 
tomers’ loan market.! 

Differentials found in customers’ rates are based 
largely upon the personal relationship between the 
bank and the customer, and this involves the size 


IRiefler, W. W., Money Rates and Money Markets in the United States, pp. 104-5. 


of loan, size of borrower, credit standing, nature of 
industry, and the variety of the customer's bank- 
ing connections. These factors help to separate the 
market into competing sections which are indicated 
by different rates to different customers in the same 
locality. Competition between markets in different 
localities, because of customer relationship to 
banks, may be reduced to the point where local 
differences in the supply and demand for funds 
exert some influence on rates. The rate differential 
based upon the nature of the customer relationship 
is the most important and overshadows differentials 
arising from difference in location, maturity, col- 
lateral, and risk. 


The average rate of interest paid by the more than 
50 thousand business borrowers at New England 
member banks was three per cent, compared with 
a national average of 2.9 per cent. Rates ranged 
throughout the district from slightly less than one 
to an effective rate (as distinct from a nominal rate) 
of over 12 per cent. The average level of rates was 
lower than in the early war and prewar years. 
While about 52 of every 100 loans were made at 
rates of five and six per cent, most of the loans made 
at these rates were small in size and accounted for 
only 13 per cent of the dollar volume outstanding. 
About 32 of every 100 loans were made at rates of 
four per cent or less. Light concentration of loans by 
number is found at high and low rates — three of 
every 100 loans were made at rates of two per cent 
or below and nine of every 100 above six per cent. 
Measured by dollar volume, loans were heavily 
concentrated at the lower rates. Almost 52 per cent 
of the dollar volume of loans bore rates up to 2.5 
per cent; one-quarter of the dollar volume was 
loaned at Jess than two per cent. On the other hand, 
only about one per cent of the dollar volume of 
loans was made at rates above six per cent. 
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Lowest rates throughout the United States on 
loans to each size class of borrower were paid by 
borrowers in the New York, Richmond, and St. 
Louis Districts. Rates in the Boston and Chicago 
Districts were below the national average in each size 
class except on loans to the largest businesses. 
Rates to all sizes of borrowers, with few excep- 
tions, were higher than the national average in the 
Dallas and San Francisco Districts — where the 
average rate was about one per cent above the 
average for the district with the lowest average 
rate on comparable classes of loans. Rates in the 
Philadelphia, Cleveland, Atlanta, and Minneapolis 
Districts were slightly above the national average. 
When borrowers are grouped by asset size, the 
national average rates paid were as follows: Less 
than $50 thousand, 5.2 per cent; between $50 and 
$250 thousand, 4.2 per cent; between $250 thousand 
and $750 thousand, 3.5 per cent; between $750 
thousand and $5 million, 2.8 per cent; and $5 
million and over, 1.9 per cent. A grouping of loans 
by size of borrower and size of bank reflects a 
similar pattern of rates. In each district differences 
in rates paid by large and small borrowers were 
considerably larger than the variations shown 
between the highest and lowest rate areas of the 
country.2 

The Federal Reserve survey of loans closed by 
member banks between April 16 and May 15, 
1942, revealed that regional interest rate differen- 
tials on customer loans were moderate, somewhat 
less than the differentials prevailing during the 
mid-1930's and the 1920's. In 1942 average interest 
rates at all banks were lower in the northeastern 
areas than in others, averaging 2.7 in the New 
York District and 3.3 in the Boston District.8 The 
spread between the lowest and the highest rate 
districts on comparable loans seldom exceeded 1.5 
percentage points. Rates in the mid-western dis- 


2For further details on the regional pattern of interest rates see: ‘The Structure of 
Interest Rates on Business Loans at Member Banks,” Federal Reserve Bulletin, July 1947, 
p. 813 ff. 


3For further details see ‘Interest Rates at Member Banks,” Federal Reserve Bulletin, 
November 1942, p. 1089 ff. 





tricts compared closely with those in the north- 
eastern districts. The continued narrowing of 
regional rate differentials, indicated by reduction 
in the inter-district spread from 1.5 to one per 
cent, reflects many factors, among which are con- 
tinued development of industrialization in the 
South and West, improved communication, growth 
of bank deposits, greater inter-financial agency 
competition, and development of new lending 
techniques. 

Characteristically, size of loan and size of bor- 
rower were the most important factors causing 
differences in rates in banking areas throughout 
New England and elsewhere as shown in the cur- 
rent survey of business loans. Other factors caus- 
ing differences in rates were security and maturity 
of the loan, industry of the borrower, form of 
business organization and age of the concern, and 
size and location of the bank. 


| 


In all First District banking areas interest 
rates charged tended to be lowest for the largest 
borrowers and correspondingly higher for the 
smallest borrowers. Few businesses over $750 
thousand in asset size paid more than three per 
cent, whereas most borrowers with assets of less 
than $750 thousand paid four per cent or more. As 
the asset size of the borrower declined, rates, at 
which the bulk of the loans were made, increased. 
The rate most frequently paid by the moderately 
large and largest borrowers was 1.5 per cent; for 
the medium-sized concerns, four per cent; and for 
the smaller companies (assets of $50-$250 thou- 
sand), four to five per cent. The rate most fre- 
quently charged the very small concerns (assets of 
less than $50 thousand) was five per cent. Average 
rates paid by borrowers classified according to 
asset size were as follows: Under $50 thousand, 
five per cent; $50-$250 thousand, four per cent; 
$250-$750 thousand, 3.2 per cent; $750-$5,000 
thousand, 2.4 per cent; and $5,000 thousand and 
over, 2.1 per cent. 

The dollar volume of loans was much more 
heavily concentrated at the lower rates than was 





the number of loans. This was true for loans to 
all sizes of borrowers except the very small con- 
cerns where both volume and number were at 
higher rates and reflects the general tendency for 
rates to decline as the size of the loan increases. 
About 68 per cent of the dollar volume of loans to 
the very large concerns was outstanding at rates 
ranging from one to two per cent; whereas over 
86 per cent of the amount borrowed by very small 
concerns carried rates of four per cent or more. 
Medium-sized business oheaueia over 50 per cent 
of the funds at less than 3.5 per cent. 


Some definite differences in rates are shown when 
borrowers are classified by each type of business. 
Manufacturing and mining corporations borrowed over 
60 per cent of their funds at less than three per 
cent. Loans to all sizes of concerns in this group 
averaged about $40 thousand. The average rate 
paid by these borrowers was 2.7 per cent, about 
the same as the average rate (2.6 per cent) paid in all 
Federal Reserve districts by businesses in the same 
industry group. As the size of the loan decreased, 
the rate increased. 

Manufacturers of food, liquor, and tobacco, and 
metals and metal products paid lower rates than 
did other manufacturers of comparable size, most 
frequently securing their funds at 1.5 per cent 
and 2.0 per cent. Manufacturers of textiles, 
apparel, and leather, in general, paid from one to 
1.5 per cent more; while processors of petroleum, 
coal, chemicals, and rubber paid between three and 
four per cent for most of their funds. Rates paid 
by all manufacturers were generally less than the 
average for nonmanufacturing businesses of the 
same size. 

About 55 per cent of the money loaned to the 
wholesale trade group was at rates of less than three 
per cent. Loans to wholesalers averaged about $20 
thousand in size. The average rate paid was 2.8 
per cent, slightly less than the 2.9 per cent paid 
in all Federal Reserve districts. About 41 per 
cent of the money was loaned at rates between 





three and five per cent. About three per cent of 
the funds were borrowed at six per cent or over. 
Wholesale concerns dealing in apparel and dry 
goods secured the most favorable rates, obtaining 
over 63 per cent of their funds at two per cent or 
less. Food, liquor, tobacco, and drug companies 
paid close to these rates for the bulk of their 
loans. Wholesalers of home furnishings and 
building materials tended to pay somewhat higher 
rates. Most of these loans were made at rates of 
from three to six per cent. 

The largest wholesalers borrowed at the lowest 
average rate which may be explained in part by the 
high proportion of short-term loans to the largest 
concerns. In contrast to the manufacturing group, 
the preponderance of loans to wholesalers by 
amount was made to medium-sized and small 
concerns. 

Retail trade concerns borrowed at varying rates 
with no significant concentrations of loans at 
either low or high rates. The typical loan 
averaged about $5 thousand in size and the average 
rate of interest to all borrowers was 3.6 per cent, 
as contrasted with an average rate of four per 
cent for all Federal Reserve districts. Over 78 
per cent of the amount borrowed was at rates 
between two and five per cent. Within this 
group, the apparel, dry goods, and department 
stores, food, liquor and drug stores received more 
favorable rates than other retail outlets. Purvey- 
ors of home furnishings and building materials 
and retail automobile and automobile parts dealers 
and filling stations tended to pay higher rates, four 
to six per cent for most of their funds. The gener- 
ally higher rates paid by the retail trade industry 
reflect principally the smaller average size of the 
loan and smaller size of the borrower. 

Sales finance companies of all sizes were consistently 
low-rate borrowers and secured about 57 per cent 
of their funds at 1.5 per cent or less. | Low bor- 
rowing rates for these companies reflect satisfactory 
bank experience with this type of loan. They 
also reflect the competitive position of the bor- 
rower in being able to secure funds at one or more 
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banks or by the alternative use of the open market. 

As a group, transportation and public utility 
companies, the service industries and professions, 
construction companies, and the fishing, forestry 
and wood products industries paid relatively higher 
rates for funds when compared with other business 
groups. Transportation and public utility com- 
panies obtained slightly more than half of their 
funds at rates below three per cent. The larger sums 
borrowed by relatively few large-sized concerns, 
however, influenced this showing. The service 
industries and professions in turn arranged for 
half of their funds at less than four per cent. In 
contrast, building and construction concerns and 
the fishing, forestry and wood products industries 
paid four per cent and over for about three-quarters 
of the amount borrowed. The larger units in 
these several industries, however, paid close to 
average rates for their size class. 


The largest banks (deposits of $100 million or 
Over) received an average of 2.4 per cent on all 
business loans. The figure corresponds exactly 
with the national average for all districts. In- 
creasingly higher rates were charged as the size 
of the bank diminished. The smallest banks 
(deposits of less than $2 million) received an aver- 
age of 5.1 per cent. Banks with deposits of $2-$10 
million charged on the average 4.7 per cent and 
banks with $10-$100 million of deposits 3.8 per 
cent. Average rates charged by these three size 
classes of banks for all districts were 5.4, 4.9, and 
4.0 per cent, respectively. Average rates at New 
England banks were thus below the national 
average except at the largest banks where the 
average rate equaled the national average. 

About 72 per cent of the amount loaned by the 
largest banks was at rates of less than three per 
cent; while 92 per cent of the funds loaned by the 
smallest banks were at rates of four per cent and up 
— 37 per cent being loaned at rates of six per cent 
and above. At all except the largest banks, loan 
officials tended to charge a flat rate of six per cent 


more frequently than any other rate regardless of 
size or type of loan. As the size of the bank de- 
creased, there was an increased concentration of 
lending at rates of four, five, and six per cent. 

There is some evidence that small banks charged 
concerns of a given size somewhat higher rates 
than did large banks. The variation in average 
rates between the largest and the smallest banks 
for any given size of borrower, however, was not 
more than 1.1 percentage points, and this spread 
existed between borrowers with assets of $250- 
$750 thousand borrowing at banks with deposits 
of $2-$10 million and those borrowing at banks 
with over $100 million of deposits. bil wor: 
rate spreads of this type were between 0.3 and 0.9 
per cent and were generally less than similar rate 
spreads in other districts. For very large borrow- 
ers, the differences in rates by size of bank were 
quite small. Medium-sized banks appear to have 
competed successfully to some extent for loans to 
large businesses. 

Variation in rates charged at banks of various 
sizes, however, was not nearly so pronounced as 
variations in rates resulting from the size of the 
loan. 

These differences in rates charged by the various 
sizes of banks are explained to a considerable 
extent by differences in the size of the loan, which 
in turn is closely related to the asset size of the 
borrower. The larger banks have had much 
greater experience with a wide variety of loan 
sizes and types. This experience contributes to 
flexibility of rates in relation to the characteristics 
of the customer. In addition, many of the large 
loans were made to concerns of national import- 
ance with high credit ratings and having customer 
relationship at other large banks. In this con- 
nection rate competition among banks for these 
customers influences rates charged. In the metro- 
politan and some other areas throughout the dis- 
trict, correspondent participation both on an inter- 
and intra-district basis has lowered the over-all 
rate pattern slightly. The narrower variation in 
the loan size and type at the smaller banks prob- 


INTEREST RATES ON NEW ENGLAND MEMBER BANK COMMERCIAL LOANS 
GROUPED BY SIZE OF BANK 




















40) 60, 





_ 10-100 Million 
November 





All Banks Over 100 Million a 
j Tota 
Banks with Depo 
608 wel | | 
pag | | | 
5.0-59 ] | 
| 
| | 
240-49 | | | | 
e | | 
$ | | u | | 
j | 
$3.0-39 | | | | 
s | | | 
| | | | | | | 
20-29) | | | 
| | | | | | 
1.0-1.9 





30 + 40 
Percentoge of Total Loans (Amount) 


2-10 Million 


es __ ae 


___Under 2 Million __ 
— Under ¢ milion, 






































INTEREST RATES ON NEW ENGLAND MEMBER BANK COMMERCIAL LOANS 
GROUPED BY MATURITY 





_ Demand 


— ms Under 6 mos. mat. _ 
| | | 


All © 


6 mos.—| yr. mat. Over 5 yrs. mat 





| 
6.0 & Over ] | 
5.0- 59 


40-49 


3.0-3.9 


Interest Rate 








1.0-1.9) 








] 

J 

a 
i 
Ba 








40 600 20 40 





ial Loans 





60 0 20 40 
Percentage of Total Loans (Amount) 


Ne ber 20, 1946 











ably tends to develop a policy of charging flat rates. 

Other differences in rates between large and small 
banks are the result of customer relationship, bank 
practice, bank costs, and probably a heavier de- 
mand for funds relative to supply in the smaller 
population centers where most of the small banks 
are located. Heavier demand relative to the supply 
of funds seems to be caused by decreases in the 
supply of loanable funds brought about through 
transfers of deposits to correspondents and a lag 
in a compensating flow of funds when local loans 
are used for making payments outside the area. 
Average costs of appraising and servicing loans 
relative to the amounts involved are higher at 
small banks. The lending risk may also be greater. 


Of the total business loans of $749 million made 
at New England banks, about 50 per cent were 
secured, the sixth highest percentage of any dis- 
trict. The Atlanta District reported the highest 
ratio of secured to unsecured loans, 65.7 per cent; 
New York the lowest with a ratio of 34.3 per cent. 
Variation in secured lending depends primarily 
upon the type and size of business concentration 
and bank practice in a given area. The average 
ratio of secured loans for all districts was 43.8 per 
cent. The average size of all secured loans at New 
England banks was $12 thousand; whereas the 
average size of all unsecured loans was $21 thou- 
sand, a fact which indicates that a sizable propor- 
tion of the large loans was unsecured. 

About two-thirds of the dollar volume of loans 
to retail and wholesale trade groups was secured, 
the highest proportion of any of the business 
groups. Manufacturing and mining concerns tended 
to borrow more on ‘“‘straight’’ notes — about 
45 per cent of the funds borrowed were secured. 
The highest proportions of unsecured loans were 
made by the largest banks, indicating that the 
credit profiles of large borrowers are well known. 

Collateral tendered varied widely with the 
locality of the bank and its customers throughout 
the district. Real estate, stocks, corporate and 


Government bonds, chattel mortgages, and ware- 
house receipts predominated. Service concerns 
and retail trade merchants borrowed mostly on real 
estate mortgages; while wholesalers, because of the 
nature of their business, offered more frequently 
warehouse receipts and trust receipts or other 
pledge of inventory. The typical secured loan was 
smaller and probably carried somewhat greater 
risk of non-repayment than did the typical un- 
secured loan. For this reason lenders tended to 
substitute collateral security for financial strength. 
In some instances, early maturity seems to have 
been used as a risk-limiting device. By far the 
greatest proportion of all loans was single-name 
carrying no endorsement of others than the bor- 
rower. 

As has been indicated, variations in rates 
attributable to collaterally secured loans, as com- 
pared with unsecured loans, are overshadowed in 
importance by the size of the borrower and the 
size of the loan. This condition is not limited to 
the New England district but is characteristic of 
business loans throughout the country. 

Large and medium-sized companies which bor- 
rowed on an unsecured basis obtained lower rates 
than those offering most types of security as col- 
lateral. Security may thus be required for larger 
concerns which exhibit some weakness when the 
loan application is appraised. Very small con- 
cerns, on the other hand, borrowed at rates just 
below their class average when offering most 
types of collateral security. 

The medum-sized and small concerns generally 
paid somewhat lower rates when borrowing on 
security of Government bonds and life insurance 
than for loans otherwise secured or unsecured. 
Equipment financing of the larger public utilities 
and transportation concerns by chattel mortgage 
was made at lower than average rates. In these 
cases the risk of the enterprise is minimized and 
the emphasis is placed on the collateral which is 
easily appraised. 

Business loans secured by real estate, like the 
loans secured by Government bonds and by in- 








surance, for various sizes of borrowers showed a 
narrow range of rates. Most real estate loans for 
business purposes throughout the district ranged 
between four and five per cent. Organized market- 
ing facilities and competition for real estate mort- 
gages by various types of lender have tended to 
keep this type of security within a narrow range 
of rates and to make rates somewhat lower than 
might be expected. 

Two-thirds or more of the amount borrowed by 
manufacturers and wholesalers using trust receipts, 
assignment of title of inventory, chattel mortgages 
on equipment, warehouse receipts, Government 
and corporate bonds, listed stocks, life insurance, 
and savings accounts as collateral carried rates of 
three per cent or less. The contro] that can be 
exercised over raw material and finished goods 
inventories or equipment of manufacturers and 
over the inventories of wholesalers adapt them for 
use as security for loans to these groups. In the 
case of commodity and listed stock and bond 
security the existence of organized exchanges has 
simplified the problem of appraisal and increases 
the percentage value of the collateral that the 
bank may advance asaloan. The ease of handling 
and appraising make the forms listed above pref- 
erable to other types and consequently draw lower 
rates as a rule. 

No other business groups borrowed as large a 
percentage at such low rates on such a wide list of 
collateral. Generally, firms in the retail trade, 
services, forestry, fishing, and related industries 
borrowed in smaller amounts and had a narrower 


range of assets available for pledge under loans. 
The nature of the business and size of the concern 
confined security to real estate, or some special 
asset identified with the business, or mixed col- 
lateral. These loans thus afforded greater risk, 
including the collateral, to the lending bank. 


The maturity of the typical commercial loan in 
New England is for one year or less. Term loans, 
those exceeding one year in maturity, accounted 
for about 32 per cent of the amount and 18 per 
cent of the number of all business loans. Both 
number and amount were slightly below the na- 
tional average. The maturity distribution, how- 
ever, varies both with the size of the borrower and 
bank. 

Borrowers in each size group paid lower average 
rates on short-term loans than on long-term. The 
differences were small, rates averaging 3.3 per 
cent for demand loans, 2.9 per cent for loans under 
six months in maturity, 2.7 per cent for loans of 
six months to one year, as compared with an average 
rate of 3.3 per cent on loans of one- to five-year 
maturity and an average rate of 2.8 per cent on 
loans over five years in maturity. About the 
same differential exists on loans secured by the 
most common types of security except possibly on 
equipment loans. Some variation is undoubtedly 
caused by the concentration of term loans in large 
concerns which are typical low-rate borrowers. 
Higher costs of investigating and servicing term 
loans also affect differentials in rates. 


TYPE OF SECURITY AND BUSINESS OF BORROWER 
MEMBER BANK LOANS, DISTRICT | 
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Interest on the usual term loan is frequently 
at a flat rate per annum and is applicable to the 
entire period of the loan. A graduated rate with 
lower rates on the shorter instalments is adopted 
in some cases, particularly in connection with the 
longer-term loans. 

On loans with maturity in excess of one year, 
about 50 per cent of the money was borrowed at 
less than three per cent; while on loans with 
maturities of six months to one year, about 60 
per cent of the money was borrowed at less than 
three per cent. Only about 40 per cent of the 
amount borrowed on loans payable on demand was 
obtained at less than three per cent. 


The rate of interest is one price which has not 
advanced during recent years but has actually 
declined. Generally this unique behavior of 
interest rates over the past 15 years is the result of 
a large expansion in reserves available to commer- 
cial banks. In the early part of this period, ab- 
sence of borrowing demand accompanied by growth 


of bank reserves, resulting from a large gold inflow, 
was a factor influencing the decline in rates. Over 
the whole period, however, the volume of bank 
credit has expanded. Up to 1941 the expansion in 
bank loans and investments was made possible by the 
gold inflow and since that time by open-market 
operations of the Federal Reserve System necessi- 
tated by war finance. 

The credit system is interrelated in such a way 
that the effect of credit abundance, which first 
resulted in the decline in yields in Government 
securities, spread throughout the open market and 
to a more moderate extent the customers’ loan 
market. 

The converse of the statement that the decline 
in interest rates has resulted in the main from ex- 
pansion in bank reserves is that the present level of 
interest rates can be maintained only if bank re- 
serves continue to expand or the demand for bank 
credit declines. If bank reserves do not expand 
proportionately to demand for credit, interest rates 
will rise. Increasing rates would be evidence of a 
shortage of bank credit relative to demand. 


Vacation Business Index Shows August 
Resort Trade Above Year Ago 


EW ENGLAND resort proprietors did a larger 

business in August than during any month of 

1946 or 1947, according to the Vacation Business 
Index of the Federal Reserve Bank of Boston. 

Reports submitted by hundreds of resort pro- 
prietors as of September 1 show that gross receipts 
by hotels and other transient lodging places in 
August 1947 exceeded the same month last year by 
four to 15 per cent. In numbers of guests, a slight 
loss recorded by hotels in August was more than 
offset by a six to 15 per cent gain by other transient 
lodging places. 

With the curtain rolling down on New England's 
vacation season, advance reservations indicate a 
late-season trade surpassing the volume of Sep- 
tember and October 1946. 

The Vacation Business Index, sponsored jointly 
by the Federal Reserve Bank of Boston and the 
New England Council, revealed an early-season 
trend toward patronage of lower-priced lodging 
places. This trend was borne out in the July index 
report and again in the report for August. 

Specifically, the August survey revealed the 
following facts concerning hotels, other transient 
lodging places, and boys’ and girls’ camps: 


The vacation hotels and resorts in New England 
received more dollars in August 1947 than in 
August 1946. Hotels in New Hampshire, Vermont, 
and Massachusetts reported increased receipts of 
from five to 14 per cent above August a year ago, 
but hotel receipts in Maine and Connecticut were 
slightly below last August by three per cent or less. 
Further analysis of the summary of reports sub- 
mitted to the Federal Reserve Bank of Boston by 


more than 100 hotels throughout New England 
reveals that slightly fewer guests were entertained 
this August than in the same period a year ago. 
Guest occupancy in Maine, New Hampshire, and 
Vermont resort hotels declined two per cent or less; 
Massachusetts and Connecticut hotels reported 
increases of from one to three per cent over August 
of last year. In general, more than 70 per cent of 
capacity was filled. 


Other transient lodging places, consisting pri- 
marily of tourist homes and cabins, continued to 
set records. The summary of over 200 reports 
submitted to this bank by the operators shows 
that this type of lodging place in Maine, Vermont, 
and Massachusetts received over 20 per cent more 
cash receipts in August 1947 than in August 1946; 
New Hampshire 12 per cent; and a few reports 
received from Connecticut indicate a similar 
trend there. Six to 15 per cent more guests were 
accommodated this August than last in the four 
states where adequate data are available. 

The guests in the same transient lodging places 
occupied about 64 per cent of the available capa- 
city, five per cent more than in the record July 
business. 


According to the first few returns from boys’ 
and girls’ camps in New England, gross receipts 
for the 1947 season were greater than 1946. Camp 
enrollment for the season showed gains in every 
state except two (New Hampshire and Connecticut) 
amounting to close to or more than 90 per cent of 
Capacity. 
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Business Outlook More Optimistic 


ace ia business conditions in July pre- 
sented a mixed picture. Wholesale com- 
modity prices have turned upwards rather sharply 
since June. In the face of further declines in produc- 
tion and factory employment, there was, neverthe- 
less, a decrease in unemployment claims and a 
partial recovery in construction activity. Trade 
was maintained at generally high levels. The re- 
cession which in earlier months had been felt 
mostly by nondurable goods industries in New 
England and elsewhere tended to shift more to 
certain durable goods industries in the country at 
large. Varying factors were held responsible for 
the continuance of the slight decline, among them 
the coal stoppage, steel shortage, diminishing 
domestic and foreign demand, and the growing 
practice of shutting down plants for mass vacations. 
Yet there was widespread optimism for an upturn 
in business activity in the fall. 

Factory employment from June to July in Massa- 
chusetts, Rhode Island and Connecticut showed 
declines of two to five per cent. Average hourly 
earnings rose so that declines in average weekly 
earnings were attributable to shorter work weeks 
rather than to declining wage rates. 

In preceding months New England's apparel, 
textile, and shoe factories bore the brunt of the 
declining activity. While conditions in these in- 
dustries were still spotty in July, they were gener- 
ally showing signs of recovery while the impact of 
decline was felt more by the rubber and metal goods 
industries. Apparel manufacturers, aided in part 
by style changes, faced the promise of a busy fall 
season. The demand for fine cotton and worsted 
goods continued strong and there was a noticeable 
pickup in activity at mills manufacturing soft 
woolens. Activity in other textile fields remained 
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Renewed upward pressure on wholesale commodity prices 
during July and August raised the general index to a new 
postwar peak as of August 30, which was 20 per cent higher 
than a year earlier. Price increases were especially great for 
foods, hides and skins, and coal. 


uncertain. Shoe factories also were recalling many 
workers, but here again the condition was spotty. 
There was evidence of increased demand for foot- 
wear, but leather prices have increased considerably 
and shoe manufacturers were concerned about the 
effect of passing these increased costs along to re- 
tail outlets. 

A large part of the decline in factory employ- 
ment from June to July occurred in the metal prod- 
ucts industries. Lessening demand, as well as short- 
ages of sheet steel, was felt by manufacturers of 
iron and steel products, nonferrous metal products 
and machine tools. Activity continued to decline 
in New England's rubber goods industries. 

Labor relations were generally favorable for in- 
creased production. Settlements of disputes were 
reached with cotton textile, granite, and seafood 
processing workers. As labor leaders generally 
waited to watch the effect of newly enacted legis- 
lation, the only major work stoppage in New Eng- 
land was in the shipbuilding industry. 

Construction employment increased further in 
July. F. W. Dodge Corporation reported a notable 
increase in new contracts awarded over the low vol- 
ume reported for June. Although construction costs 
remained discouragingly high to many prospective 
builders, the renewal of the upward price trend 
apparently induced others to commit themselves 
to their projects rather than to await lower prices. 

Wholesale commodity prices, which in the aggre- 
gate showed little change during the second quarter 
of the year, moved upward again in July and Au- 
gust. Higher indexes were recorded for all major 
commodity classifications except chemical prod- 
ucts. Corn and steel scrap were especially subject 
to widely fluctuating prices. Consumer prices 
seemed destined for further rises. 
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Carloadings originating on New England railroads declined 
seasonally from March while those in the nation increased. 
Forecasts of car requirements for the third quarter of 1947 
show increases of 8.1 per cent in New England and 4.7 per 
cent in the nation over the third quarter of 1946. 
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SALES BY DEPARTMENTS 





——$50-a 










Combined Index 
Seasonally Adjusted 





100 


Women's, Misses’ and <a 
Juniors’ Ready-to-Wear 
1 —t80 - 









Women's, Misses’ ond 
Juniors’ Accessories 
| ——I50—— 





*KO— —250 


Infants’, Children's, Girls’ 
ond “Teen-Age" Wear 
—+150 







—09-—— —250 


Men's and Boy's Clothing —200 
ond Furnishings 
T ' 










001*6£-S¢61 yon eboieAy 


Home Furnishings 
(inc. Radios) 
———G 


Average Month 1935-39+/00 


Piece Goods 


Miscellaneous 











1939 1940 = 1941 1942 1943 1944 1945 1946 1947 1948 


July 1947 sales in four major groups of N. E. department 
stores were under July 1946. The groups were: Women’s, 
misses’, and juniors’ ready-to-wear; accessories; piece goods; 
and toys and sporting goods. Increases occurred in men’s 
and boys’ clothing and furnishings; home furnishings; in- 
fants’; smallwares; miscellaneous; and basement. 


DEPARTMENT STORE BUSINESS 
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Cash sales accounted for 55.9 per cent of total sales of New 
England department stores and apparel shops during July 
1947, compared with 59.3 per cent in July 1946 and 49.8 
per cent in July 1941. Cash sales declined 3.9 per cent be- 
tween July 1946 and July 1947, credit sales increased 10.1 and 
total sales gained 1.8 per cent during this period. 
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Thousands of Employees 








Despite a seasonal lull in New England’s textile and apparel 
industries, hope was increasing that style changes and con- 
tinued demand for fine cotton goods, worsteds and woolens 
had arrested and would soon reverse the declining trend 
these industries had suffered since late winter. 
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Employment in New England’s machinery industries de- 
clined further during June and July from its postwar peaks 
because of steel shortages, order cancellations and plant shut- 
downs for mass vacations. June 1947 employment was, never- 
theless, above that of June 1946. 
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Despite prices which average three times prewar levels, de- 
mand for quality lumber remains strong. Employment for 
the first half of 1947 in New England's lumber industries 
was well above that for the first half of 1946. May lumber 
production in the area was the highest for any recent month. 
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Construction employment in June 1947 reached anew postwar 
peak — 18 per cent above a year ago. The Aberthaw index 
of industrial building costs has leveled off during 1947. 
A similar leveling off of rising residential building costs 
might result from lagging contract awards. 
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INTEREST RATES ON NEW ENGLAND MEMBER BANK COMMERCIAL LOANS 
GROUPED BY SELECTED CLASSES OF SECURITY 
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